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Summary/Look Ahead

Summary
The purpose of this Annual Report is to provide the Governor, the Legislature and the public
with an annual progress report on revenue, costs and progress of the Honolulu Rail Transit
Project (the Project).

The Honolulu Authority for Rapid Transportation (HART) made significant progress in
2017. The guideway superstructure on the first half of the alignment is complete, and the
H2R2 Ramp project was completed. Nine stations on the western end of the alignment are in
various stages of construction. On the east side of the alignment, the Airport Guideway and
Stations project commenced with a groundbreaking ceremony in June.

Testing of the trains began in 2017. In May, HART conducted a dynamic clearance test for
the train. In September, HART contractor Ansaldo Honolulu Joint Venture (AHJV)
conducted the initial energization of the contact rail, or third rail, in the Dynamic Testing
section of the Project. In October, the initial Passenger Vehicle propulsion test in the
Dynamic Testing section of the Project guideway in Waipahu was conducted. During the
testing, Train #1 ran under its own power for the first time on the elevated guideway,
reaching the maximum speed of 55 miles per hour. The second four-car train set, Train #2,
was delivered to the Rail Operations Center (ROC) and has been undergoing initial testing
since October 2017.

In July, the HART Board of Directors approved the appointment of Andrew S. Robbins as
HART’s Executive Director and Chief Executive Officer (CEO). His first day with HART
was September 5, 2017. Mr. Robbins succeeds Krishniah N. Murthy, who has served as the
Authority’s Interim Executive Director and CEO since December 2016.

In August, the City Center Guideway and Stations (CCGS) solicitation was canceled due to
various developments which made it prudent to re-solicit the Project. To mitigate schedule
delays and reduce unforeseen risk, HART recently divided the CCGS contract into two (2)
packages: 1) CCGS guideway and stations construction package, and 2) an advanced utilities
and roadway works package.

Currently, the Project Estimate at Completion (EAC) is approximately $9,023 million,
including contingency and finance costs. The targeted Revenue Service Date (RSD) is
forecasted for December 2025. An interim opening from East Kapolei Station to Aloha
Stadium Station is planned for December 2020. The total expenditures to date are $2,936
million through October 2017. The overall project is approximately 38.8% complete as of
October 2017.

HART continues to prioritize and place a significant amount of resources in developing cost
containment strategies in order to mitigate the rising cost of the Project. In 2017, additional
cost containment strategies were implemented or are actively under evaluation.

The Hawai‘i State Legislature passed Senate Bill 4, enacted into law by Governor David Ige
as Act 1 on September 5, 2017, which extends the General Excise and Use Tax (GET)
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surcharge for three additional years, through December 31, 2030, reduced the state retention
of GET gross proceeds from 10% to 1%, and raises the Transient Accommodation Tax
(TAT) from 9.25% to 10.25% for 13 years, until December 31, 2030. Act 1 will provide
financial capacity needed to complete the Project as planned in the Full Funding Grant
Agreement (FFGA). Following final passage of Bill 45 (2017), CD1, Relating to the
Transportation Surcharge, by the City Council, Honolulu Mayor Kirk Caldwell signed into
law Ordinance No. 17‐48, which extends the county surcharge for 3 years from 2027 to 2030.
Additionally, Ordinance 17‐48 codifies the prohibitions on the use of the GET surcharge
funds established in Act 1.

A provision of 2017 Special Session Act 1 established that the Senate President and the
House Speaker were to each appoint two non-voting, ex-officio members to the HART Board
of Directors. In October, Senate President Ron Kouchi appointed Kalbert Young and Wesley
Machida to the Board, and House Speaker Scott Saiki appointed Tobias Martyn and Kamani
Kuala‘au. HART looks forward to working with the State’s newly appointed members to the
HART Board of Directors, and HART anticipates their participation will strengthen the
financial and asset management of the organization.

On September 15, 2017, HART submitted an updated Recovery Plan to the Federal Transit
Administration (FTA), which included a Financial Plan that is predicated on additional local
revenues generated by Act 1. With this update to the Recovery Plan, HART is able to
confirm that it has the resources to complete the Honolulu Rail Transit Project (HRTP) as
described in the FFGA – 20.1-miles with 21 stations. HART continues to work with the FTA
to finalize the Recovery Plan for acceptance and release of grant monies for the project.
Please see Appendix A for the September 15, 2017 Recovery Plan.

Look Ahead
In the coming year, HART will be looking to the future and finalizing the plan for the final
4.1 miles of the Project to Ala Moana. HART is currently developing a Strategic Plan that
will, not only re-emphasize the budget, schedule, quality and safety of the current Project, but
will outline the future parameters of innovation and outstanding service for the extension of
HART as an organization and a fully integrated transportation system. As a part of the
Strategic Plan, HART is going through a reorganization of every department to streamline
and optimize each department for cost effectiveness. In addition, each construction contract is
being reviewed for efficiency, followed by the CEO reporting to the HART Board on the
reorganization structure as soon as it is completed. The Strategic Plan is expected to be
completed in June 2018. In the meantime, the first step is already underway as HART is in
the process of assembling a team of professionals to develop a public-private partnership (P-
3) for the City Center portion, and is optimistic that a project delivery method that will be
more cost-efficient while reducing risk can be implemented to complete the overall Project.

At the same time, HART will continue with the final design and construction management
efforts to complete the first ten miles of the Project for interim service to Aloha Stadium by
December 2020. While the ROC and the guideway contracts are essentially complete on the
west side, the completion of the nine stations on the west side and the core systems contract
will become the focus on the critical path to meet this important milestone.
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As the civil and infrastructure work is being completed, the core systems work required to
provide electrical power and communications to the trains will be on-going throughout the
next two years. At the same time, additional trains will be arriving beginning in the first
quarter of 2018 and each will be thoroughly tested before being allowed on the guideway. In
the meantime, train tests on the guideway will continue to ensure both safety and technical
capability throughout the system. As it is critical to the success of the Project, HART will
hold the Core Systems Contractor to the highest degree of scrutiny and review to ensure that
this complex operation performs with the reliability and safety of the most advanced systems
in the world.

While HART is exploring the potential of the P-3 process noted above, HART is issuing
utility relocation contracts in advance of the City Center procurement to relocate existing and
install new utilities. While this reduces risk for the major contract, its complexity is
magnified by the necessity to adapt to the needs and safety requirements of Hawaiian Electric
Company (HECO), especially along the Dillingham Boulevard alignment.

In the upcoming year, HART plans to conduct a technical peer review for the remaining
contracts to identify further opportunities to contain costs and mitigate risks. The technical
peer review will primarily focus on the Airport Guideway and Stations (AGS), CCGS and
Core Systems contracts. HART will be requesting the assistance of outside experts to review
ongoing contracts prior to the restart of the CCGS procurement in order to ensure lessons
learned and interface issues are addressed.

The multi-modal fare system will also begin piloting on TheBus in 2018. Phase 1 of the
system roll out will begin with the announcement of the brand for the closed loop, smart card
that can be used on TheBus, The Handi-Van and at future rail stations. The pilot will involve
the roll out of the validators on buses for fare payment using the new smart card.
Transactions will be processed through a back office hosted on the City’s
network. Customers will be able to load passes and value through retail sales channels at
local retailers all over O‘ahu (200 locations), at Satellite City Halls, and the transit sales
office at Oahu Transit Services (Middle Street). Customers will also be able to register and
manage their smart cards through a customer website. Institutions and agencies will manage
their customers through a customized intuitional website. A smart card specific call center
will also be provided to assist customers with their accounts. The website and call center will
provide support in eight languages (English, Hawaiian, Samoan, Ilocano, Tagalog, Japanese,
Mandarin and Korean) in order to meet the diverse multi-lingual needs of customers on
O‘ahu. The second phase of the multi-modal fare system project is Interim Rail which is
anticipated to start in 2020.

Having received the necessary funding to complete the Project, HART is moving forward on
completing the west side construction for interim service, while proceeding with the final
procurements on the east side with innovative procurement methods that enables the work to
be completed within the parameters of the new schedule and budget.
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Organization

HART Board
HART is governed by a 14-member Board of Directors that directs the organization’s policy.
The administration of the authority is overseen by its Executive Director and CEO.

HART Board of Directors
Damien Kim, Chair

Terrence Lee, Vice-Chair
John Henry Felix

Terri Fujii
Kamani Kuala‘au
Wesley Machida
Tobias Martyn
Glenn Nohara
Ember Shinn

Kalbert Young
Hoyt Zia

Jade Butay, Ex-Officio, Hawai‘i Department of Transportation (HDOT)
Wes Frysztacki, Ex-Officio, Department of Transportation Services (DTS)

Kathy Sokugawa, Ex-Officio, Department of Planning and Permitting (DPP)

Andrew Robbins, Executive Director and Chief Executive Officer

Damien Kim Terrence Lee John Henry Felix Terri Fujii Kamani Kuala‘au

Wesley Machida Tobias Martyn Glenn Nohara Ember Shinn Kalbert Young

Hoyt Zia Jade Butay Wes Frysztacki Kathy Sokugawa
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Damien Kim and Terrence Lee have been serving as Chair and Vice Chair of the HART
Board of Directors, respectively, since November 2016. They were unanimously re-elected in
August 2017 to serve in these same positions through the current fiscal year.

In addition, the following changes have occurred on the Board in 2017:

William “Buzz” Hong and Colbert Matsumoto resigned from the HART Board of Directors
in 2017.

In May, Mayor Kirk Caldwell appointed Ember Shinn to serve the remainder of Mr. Hong’s
term.

Also in May, Mayor Kirk Caldwell appointed Hoyt Zia to serve the remainder of Mr.
Matsumoto’s term.

In October, Senate President Ron Kouchi appointed Kalbert Young and Wesley Machida,
and House Speaker Scott Saiki appointed Tobias Martyn and Kamani Kuala‘au to serve as
ex-officio, non-voting members of the Board of Directors.

Jade Butay, Interim Director of HDOT, is serving as a voting ex-officio member of the
Board. Through his role as Director of DTS, Wes Frysztacki is serving as a voting ex-officio
member of the Board. Kathy Sokugawa, Acting Director of DPP, is serving as a non-voting
ex-officio member of the HART Board.

Executive Director and CEO
As previously noted, on July 31, 2017, the HART Board of Directors approved the
appointment of Andrew Robbins as HART’s Executive Director and CEO. His appointment
followed a lengthy and exhaustive selection process. The Board interviewed seven finalists
after narrowing a global search of more than a hundred applicants to succeed HART’s
Interim Executive Director and CEO Krishniah N. Murthy.

Mr. Robbins is a seasoned rail transit executive with substantial experience in public
passenger urban rail, rail equipment, infrastructure, construction management, systems
integration and airport transit. Mr. Robbins is also a specialist in driverless transit systems
similar to the system HART will employ. He also has experience in project management,
project engineering, systems engineering, construction and installation, operations and
maintenance, and business development.

With Mr. Robbins’ appointment as Executive Director and CEO, Mr. Murthy has since
moved into his new role as Senior Advisor.

HART Staffing
DTS originated as the lead department of the City and County of Honolulu (City) for the
Honolulu High-Capacity Transit Corridor Project. The Rapid Transit Division (RTD) was
established on July 1, 2007 upon enactment of the City’s Fiscal Year 2008 Executive
Operating Budget and Program as a division of the DTS. The transition from the RTD to
HART occurred on July 1, 2011 (FY 2012). The Project was subsequently renamed the
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HRTP. HART is the semi-autonomous public transit authority responsible for the planning,
construction, and expansion of the fixed guideway transit system.

All City staff acquisition is conducted in accordance with applicable policies and procedures,
including the Civil Service Manual, the Personnel Manual, Administrative Directives, and
Federal Employment Law.

A continuing challenge for the Project has been hiring and maintaining experienced
personnel. In general, HART is not an organization that can accommodate many entry level
positions. HART is a temporary agency and getting qualified and experienced staff onboard
as expediently as possible is key to its success as a project. Given the fact that this is
Honolulu's first rail transit construction project, as well as its remote location 2,400 miles
from the U.S. mainland, and the fact that it is one of the most expensive cities in the United
States in which to live, hiring and retaining experienced personnel has been a challenge.

The goal of staffing selections is to ensure core competencies of the organization by selecting
staff with the requisite knowledge, skills, abilities, and experience in the appropriate
positions when needed. This is critical to implementation of project management, risk
management, and cost schedule controls that are essential to project success.

HART is a matrix organization with Civil Service and Personal Services Contract staff from
the City, Program Management Support Consultant (PMSC) staff, and direct support
provided by departments within the City that have centralized functions. The PMSC
approach to supplement staff permits the immediate mobilization of an experienced project
management team and facilitates the addition of specialized staff as needed while HART
recruits and trains appropriately qualified employees. Additionally, several City departments
are reimbursed for salaries associated with employees in their department who spend a
significant amount of time supporting HART activities. Because HART is organized as a
project and not a permanent city department, flexibility with respect to the organizational
structure, staffing assignment adjustments, and adaptations is critical as the Project proceeds
through the various phases associated with a multi-year construction project of this
magnitude and complexity.

Coordination efforts are currently underway to ensure a smooth transition from the
development of operations and maintenance processes, policies and procedures by HART to
the management and performance of operations and maintenance functions by DTS.

HART is open to and receives input from multiple internal as well as external agencies
concerning Project organization and staffing. HART has implemented changes to its
organizational structure and staffing based on input from the FTA, Project Management
Oversight Contractor (PMOC), American Public Transportation Association (APTA) Peer
Reviews, its Board of Directors, and other City agencies. In order to streamline the
organization to more effectively manage the delivery of the Project, efforts to restructure the
organization are currently underway. Changes will be made throughout the entire
organization and will be implemented in phases, beginning in 2018.

Key management level positions filled since the 2016 Annual Report include:
 Director of Planning, Permitting and Right of Way (December 2016)
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 Deputy Director of Planning (March 2017)
 Chief Financial Officer (March 2017)
 Deputy Director of Procurement & Consultant Contracts (March 2017)
 Director of Procurement, Contracts, and Construction Claims (March 2017)
 Chief Safety & Security Officer (April 2017)
 Deputy Director of Construction Claims, Utility, and Third Party Contracts (May

2017)
 Director of Design and Construction (June 2017)
 Safety Certification Manager (July 2017)
 Project Risk Manager (July 2017)
 Deputy Director of Project Controls (August 2017)
 West Area Construction Manager (August 2017)
 Andrew Robbins as the permanent Executive Director and CEO (September 5,

2017)
 Fiscal Officer (September 2017)
 Senior Advisor (November 2017)
 Rail Facilities Maintenance Development Manager (November 2017)

Please see the latest Project organization chart on the following page.
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Overall Project Progress and Financials
Cost
Throughout 2017, HART continued its efforts to identify and implement cost containment
strategies and to develop a Recovery Plan that demonstrated the measures undertaken by
HART to identify opportunities to contain costs and mitigate risks. HART is actively
evaluating all reasonable cost reduction strategies and lessons learned strategies to employ on
the remainder of the Project.

In April 2017, HART submitted its Recovery Plan to the FTA. At the time of this submittal,
the State Legislature had not reached an agreement regarding additional funding for the
Project, which was reflected by the Recovery Plan addressing both “Plan A” (completion of
the FFGA original scope) and “Plan B” (if insufficient additional local funds are made
available, HARTs strategy to complete the project of independent utility and local termini
within the funding envelope of $6,827 million). The Recovery Plan demonstrated HART’s
confidence in and commitment to successfully completing the FFGA scope by continuing to
strengthen its core competencies and focus on cost containment and risk management. The
Recovery Plan also detailed an updated Project Capital Costs of $8,165 million (excluding
finance charges) and a RSD of December 2025, developed to include the risk adjusted
forecast for all known risk factors as incorporated in the project risk model, which is
continually updated.

During a Special Session in September 2017, the State Legislature passed Act 1, which
provides additional funding to the City and HART to complete the Project as originally
scoped, a 20.1-mile and 21 station elevated rail transit system. The updated Recovery Plan,
which was submitted to the FTA in September 2017, reflects the additional funding. The
EAC and RSD are heavily dependent on the strategy of the CCGS Design-Build (DB)
contract as HART is considering various options including Public-Private Partnership, since
the procurement of the CCGS DB contract was cancelled.

HART’s current EAC, as identified in the September 2017 Recovery Plan, is $9,023 million,
including $1,065 million in total contingency and $858 million in financing costs. The
following table provides a comparison of the FFGA Budget and the Recovery Plan budget, as
of October 2017.

Project Budget ($ in millions)

Description
Original

FFGA Budget
Recovery Plan

Budget

Current Estimate
at Completion

(EAC)

Project Capital Costs
Base Cost without Contingency $4,305 $7,100 $7,276
Total Contingency 644 1,065 889

Total Project Capital Costs 4,949 8,165 8,165

FFGA Finance Charges 173 602 602
Total FFGA Project Costs 5,122 8,767 8,767

Post-RSD Finance Charges 42 256 256

Total Project Costs $5,164 $9,023 $9,023
Source: Based on data in HART’s most recently published monthly report (November 2017). These
numbers are updated on a monthly basis.
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Cost Containment
HART is renewing its efforts to identify cost-reduction strategies using value engineering and
other cost containment techniques. HART meets with the PMOC monthly to review progress
on the strategies. These items are reviewed under the context of identifying cost containment
opportunities through value engineering, lessons learned, risk reduction, or other mitigations
that can reduce cost without compromising functionality of the Project.

In 2017, cost containment strategies were implemented or are actively under evaluation.
Several examples of implemented or ongoing cost containment strategies that benefited the
Project most significantly over the past year are highlighted below:

1. City Center Contract: The DB procurement for the CCGS work was to include all of
the required utility relocations necessary in the streets to make way for the
installation of deep shaft foundations for the guideway and stations. The CCGS DB
procurement was canceled in August 2017 due to a decreasing number of firms
eligible for the DB procurement and the inherent risks associated with taking on the
responsibility of extensive utility relocations. HART then strategized on a new plan
for the CCGS procurement, which now involves a separate City Center Utilities
Relocation (CCUR), followed by either a DB or P-3 for the Guideway and Stations
(CCGS) work. This strategy will allow utility relocation work to begin much sooner
in 2018, to take advantage of the time requirement for the new CCGS DB or P-3
procurement. HART anticipates local utility construction firms will be attracted to the
CCUR work. The CCUR contract will be structured to allow greater flexibility in
managing the field work and in finding solutions to the potential difficulties HART is
likely to encounter with unknown utilities, even after all of the investigative work has
been done. With the risk to the CCGS work significantly reduced by removing the
utility relocation risks from the equation, HART anticipates an increase in
competition in the upcoming DB procurement, or from large firms interested in a P-3
delivery.

2. HECO Utility Clearances: In addition to the savings by providing HECO with
alternative service vehicles to access overhead high voltage power lines with tighter
clearances to the guideway – as mentioned in the 2016 report – HART has also
continued its efforts in 2017 to obtain expanded Navy easements to redesign high
voltage electrical pole arms. All of these efforts will avoid having to underground the
nine-pole 138 kilovolt (kV) system fronting the Joint Base Pearl Harbor-Hickam.
These overall efforts on the West O‘ahu/Farrington Highway Guideway,
Kamehameha Highway Guideway, and Airport Guideway and Stations contracts –
involving the use of new service vehicles for HECO, revised pole arms, expanded
easements and HECO variances in limited locations – are estimated to result in a net
savings to HART exceeding $100 million.

3. HART is actively evaluating all reasonable cost reduction strategies and lessons
learned strategies to be employed on the remainder of the Project. The HART Risk
Manager is facilitating workshops with project team members, using value
engineering techniques to brainstorm and rate cost reduction ideas that are feasible
for implementation without compromise to the functional requirements of the Project.
The Risk Manager is also seeking Lessons Learned input from the west side
Construction Engineering and Inspection teams to consider for the east side contracts.
Results from the first series of workshops are expected in the first quarter of 2018 for
consideration by the Project Director, CEO, and the HART Board.
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Schedule
HART’s current target date for the start of full revenue operations is December 2025 and
includes approximately 12 months of contingency. HART is collaborating with the City DTS
to implement an interim opening from East Kapolei Station to Aloha Stadium Station in
2020. There is also a consideration for a second interim opening in 2023 from Aloha Stadium
to Middle Street.

The shortfall in funding identified in 2016 delayed the procurement of the CCGS DB
package, thereby delaying its Notice to Proceed (NTP) from the intended date of August
2018. The delay enabled HART to repackage this work and advance the utilities design as a
CCUR contract package to minimize the risks associated with utilities relocations and
approvals for the guideway and stations DB contractor. HART continues to evaluate risk and
further options to prevent an impact to the critical path for the current projected RSD of
December 2025.

HART continues to work with both Design-Build guideway contractors on the West
O‘ahu/Farrington Highway (WOFH) and the Kamehameha Highway Guideway (KHG)
where work progress is behind the approved schedules.

The West O‘ahu Station Group (WOSG), Farrington Highway Station Group (FHSG) and
Kamehameha Highway Station Group (KHSG) contracts are all forecasted for substantial
completion in 2019.

The bullets below highlight prior schedule delays and risk events that could potentially
impact currently active and future contract packages:

Prior Schedule Delays:
 Federal court case delays
 Protests and NTP delays
 Third party approval delays
 Third party Right-of-Way acquisition
 Contractor productivity issues
 Traffic modifications
 Utility relocations and high-voltage clearance conflicts

Potential Schedule Risk Events:
 Contracting protests
 Revisions to contracting strategy to increase competition
 Third party cooperation for utilities and permitting
 Right-of-Way acquisitions
 Contractor performance
 Other concurrent public and private construction activities
 Legal challenges
 Traffic modifications to accommodate business/public concerns
(While it is unlikely all potential schedule risk events may occur, historical trends
indicate a few will.)

The Master Project Schedule (MPS) Summary on the following page provides the breakdown
by contract.
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Financial and Revenue Update

The total GET surcharge received in calendar year 2017 amounted to $237 million, as
compared to the forecast of $246 million, a decrease of $9 million or 3.77%. The following
breaks down the GET received by quarter:

January 2017 $57.0 million
April 2017 $57.7 million
July 2017 $53.5 million
October 2017 $68.8 million

A total of $2,040 million in GET surcharge has been received since its inception in 2007.

The FTA grant reimbursements received in calendar year 2017 totaled $184 million,
completing the drawdown of the $806 million FTA grant awarded. The remaining $744
million of the $1,550 million grant is awaiting FTA award. The following is a breakdown of
reimbursements received by month:

January 2017 $90.4 million
February 2017 $ 9.6 million
March 2017 $ 7.9 million
April 2017 $26.6 million
May 2017 $10.4 million
June 2017 $18.4 million
July 2017 $21.1 million

As previously reported, Act 1 provides additional funding sources to the City and HART to
complete a 20.1-mile and 21-station elevated rail transit system extending from East Kapolei
in the west to the Ala Moana Center in the east. Act 1 is projected to yield up to
$2,509 million of additional revenue.

Subsequent to the signing of Act 1, a FTA mandated rail project recovery plan was submitted
on September 15, 2017. The plan spells out HART’s operating and financial strategies to
complete the Project. The FTA has not provided a timeline on acceptance of the plan. Below
is the financial plan presented in chapter 6 of HART’s September 15, 2017 Recovery Plan.
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The financial plan above, which was submitted as part of HART’s September 15, 2017
Recovery Plan to the FTA, was prepared using the following assumptions:

1. GET revenue projections from July 1, 2017, and TAT revenue projections from
January 1, 2018, are based on the September 2017 forecast of the State of Hawai‘i's
Council on Revenues (Revenue Council).

2. Annual administrative and operating expenditures of HART are funded by the City.
3. The remaining federal grant balance of $744 million will be released beginning July

1, 2018 through 2021.
4. A combination of General Obligation (GO) bonds and short-term borrowing in the

form of Tax-Exempt Commercial Paper (TECP) will be used to partially finance the
Project.

5. Total project capital cost of $8,165 million, exclusive of finance charges, with full
RSD on December 31, 2025.

HART is in the process of providing further clarification on the project capital costs for the
FTA.

There are approximately $4,400 million (53.89% of the total project cost, excluding finance
costs) of executed contracts with approximately $2,800 million paid to date. Two major
construction contracts remain to be procured. They are the CCGS and the Pearl Highlands
Garage and Bus Terminal (PHGT).

HART is actively working to solicit the services of a P-3 expert to perform an overall
viability assessment for the use of this P-3 delivery approach. More specifically, on October
23, 2017, a request for proposals for a P-3 expert, through HART’s program management
consultant, was issued to provide a feasibility study for utilization of P-3 to complete
construction, including potential land and real estate opportunities, as well as Operations and
Maintenance of the Project. Following a submittal deadline of November 14, 2017, HART
received a healthy number of proposals, which are currently being short-listed and evaluated.
The award date is tentatively scheduled for early December 2017, with the Notice to Proceed
soon after. Submission of the feasibility study is expected by the second quarter of 2018.

On September 6, 2017, the City and County of Honolulu (City) successfully sold
$350 million of variable rate GO bonds to partially meet HART's FY2018 cash needs. The
bonds carry an initial variable interest rate of Securities Industry and Financial Markets
Association (SIFMA) plus 30 to 32 basis points adjusted weekly. In addition to the GO bond,
HART drew down and repaid $150 million of Tax-Exempt Commercial Papers to meet cash
flow needs.

Audit
During the year, the FTA’s procurement oversight contractor Leon Snead & Company, P.C.
completed its procurement system follow up review. A final report has not been issued. There
are currently two (2) other on-going audits:

1. KMH, LLP is concluding their fiscal year 2017 HART financial statement audit. A
report is expected to be issued in mid-December.
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2. The FTA’s financial management oversight contractor SamLin Consulting is
conducting a review of HART’s financial reporting, and grants and cash management
systems. A report is expected in the second quarter of 2018.

Scheduled audits and reviews coming up in calendar year 2018 are:
1. An audit by the State Auditor’s office to examine and analyze HART’s financial

records and financial management.
2. An annual review by the State Auditor’s office to review documents including, but

not limited to invoices, contracts, progress reports and time schedules.
3. A FTA Comprehensive Review (Triennial Review) by their oversight contractor

CDI/DCI Joint Venture. A schedule review date has not been determined.
4. A follow-up audit by the City Auditor to review whether 1) contractors fulfill their

obligations in an economical, efficient, and effective manner, 2) contractors invoices
are valid and accurate, 3) controls are in place to prevent cost overruns and, 4)
recommendations in the City Auditor’s April 2016 audit were addressed.

5. A fiscal year 2018 financial statement audit in the last quarter of 2018.
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Construction Rail Update

Overall Progress:
Significant construction progress was made in 2017. As of November, construction
highlights include:

o 100% of the guideway superstructure on the first half of the alignment is
complete.

o 100% of the track work including contact rail (third rail) is complete.
o A total of nine stations are in various stages of completion on the western end of

the alignment.
o The Maintenance and Storage Facility (MSF) is complete and in the closeout

stage.
o The second four-car train set, Train #2, was delivered to the ROC and has been

undergoing initial testing since October 2017.
o Automatic Train Control (ATC) wayside installation in the MSF yard is

complete.
o Train #1 reached speeds of 55mph during initial testing of train acceleration and

braking.
o The Traction Power Substations at the ROC and Waipahu are tested and

activated. The Dynamic Section of the track (between the West Loch Station and
the West Yard Lead) is energized for train testing.

o The H2R2 Ramp project – an off-ramp from the H2 Interstate, connecting the
north-bound H2 Interstate with the east-bound Kamehameha Highway and
Waihona Street – is complete.

o The Airport Guideway and Stations project commenced with a groundbreaking
ceremony on June 5, 2017.

With this construction progress, the overall project status can be quantified approximately as
follows:

Project Progress*
Through October 27, 2017

Actual

Overall Project Progress 38.8%

Construction Progress 33.9%

Design Progress 72.2%
*
Reported percentages complete are based on the revised

Estimate at Completion for the Minimum Operable Segment
(MOS) and revised RSD.

Other developments in 2017 included:
o As previously reported, revisions of the CCGS procurement strategy have been

implemented to execute utility relocations separately and in advance of guideway
and station construction. This change will relocate utilities along the Dillingham
and Kaka‘ako corridor thus clearing the right-of-way for the CCGS contractor as
well as reduce the impacts of unforeseen conditions. The work includes both wet
and dry utilities located along both corridors including all required HECO
relocation work. As the CCGS contract will be re-procured later in 2018, this also
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allows the utility relocation work to proceed well in advance of the CCGS
contract and keeps the project moving toward completion.

o Notice of award of the University of Hawai‘i (UH) West O‘ahu Station
Temporary Park-and-Ride and UH West O‘ahu Campus Road “B” project to
Nan, Inc. in September 2017.

o Reorganization of the area and construction management departments to better
administer the delivery of the Project and to streamline the organization.

o Elevators and escalators for Ho‘opili and West Loch Stations arrived in mid-
November 2017 and are being installed. These are the first of the elevators and
escalators that were manufactured for the nine western stations.

Right-of-Way:
The main objective of Right-of-Way is to complete all ROW acquisitions and relocations
required for the 20.1-mile Rail Project while:

 Balancing respect for property owners with schedule needs and the project’s budget
 Balancing responsibility of staying within the budget in a changing real estate market
 Continuing to communicate and educate effectively
 Negotiating fairly
 Meeting requirements of the Uniform Relocation Assistance and Real Property

Acquisition Act (URA).

Land Acquisitions: HART has obtained site access for construction for approximately 72% of
the parcels required for the Project. Out of 220 property acquisitions identified as needed for
the HRTP, to date, HART has obtained site access for 158 parcels. Acquisition of 69 parcels
has been completed.

Site Access Status by Parcels (as of November 2, 2017):
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Relocations: Out of 112 identified relocations, HART has completed 103 relocations. Nine
are in progress.

Utility Relocation:
In 2017, relocation work continued along the length of the first 10 miles of the rail project
and progressed in the section between Aloha Stadium and the Middle Street Transit Center
past the Honolulu Airport.

HART and HECO made progress in working through issues associated with the need to
either relocate or leave in place power lines in various sections of the rail alignment due to
HECO’s working clearance requirements. For WOFH and KHG, HECO successfully tested
and is working to procure two new types of bucket trucks (not currently in their fleet) that
can perform future 46kV maintenance work with less than their required working clearance.
This will eliminate the need to relocate approximately 90% of the 46kV poles/lines that do
not meet their required working clearances. For the 138kV lines at WOFH and KHG, HECO
successfully tested and is working to procure two new types of bucket trucks (not currently in
their fleet) that can perform future 138kV maintenance work with less than their required
working clearance. HART is finalizing agreements to allow for the procurement of the
specialized vehicles and is working with HECO to relocate 46kV and 138kV lines in areas
that do not meet the clearance requirements and cannot be serviced with specialized vehicles.

For City Center, undergrounding of the overhead 138kV lines and preliminary engineering
design with feedback from HECO is in progress. However, within the Airport section, a
HECO-HART combined solution of expanded Navy easements and redesigned (shortened)
pole conductor arms will avoid the need to underground the 9-pole 138kV span fronting Pearl
Harbor.

For WOFH and KHG, HART is responsible for infrastructure (trenching, ductline
installation, etc.) construction and HECO is responsible for electrical (cable installation and
termination) construction for electric utility relocations.

In April 2017, HECO informed HART that it will not perform electrical construction for
electric utility relocation for the Airport and City Center sections, including the Dillingham
Temporary Utilities section. HECO will continue to perform the electrical design. HART is
proceeding to procure utility relocation electrical construction services and is also now
responsible for procuring electrical materials.

Current number of Tax Map Keys needed 220

Tax Map Keys with Construction Access 158

Total Tax Map Keys Remaining 62

% of Tax Map Keys with Construction Access 72%
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Procurement (data as of November 7, 2017):
During 2017, the following contracts were awarded:

 Program Management Services Contractor to HDR Engineering, Inc.;
 On-Call Appraisers “II” contract awarded to Yamaguchi & Yamaguchi, Inc.;
 On-Call Appraisers “III” contracts to Colliers International Valuation & Advisory

Services, LLC and Overland, Pacific & Cutler, Inc.;
 Legal Counsel for Public Utilities Commission (PUC) Matters contract awarded to

Yamamoto Caliboso, A Limited Law Company;
 Owner Controlled Insurance Program “II” contract awarded to Marsh USA, Inc.;
 Chinatown Marketplace Parking Lot Concession awarded to ProPark, Inc.;
 Legal Counsel for Real Estate Matters contracts awarded to Kobayashi Sugita &

Goda, LLP, Nossaman LLP, and Starn O’Toole Marcus & Fisher.
 UH West O‘ahu Station Temporary Park-and-Ride and UH West O‘ahu Campus

Road "B" contract was awarded on September 22, 2017. A timely protest was
received on September 27, 2017. Procurement activities had been stayed until the
protest resolved. The protest resolved, and HART is proceeding with the award to
Nan, Inc.

 An additional four (4) Art-in-Transit contracts (Pearl Harbor Naval Station, Honolulu
International Airport Station, Lagoon Drive Station and Waipahu Transit Center
Station) awarded to multiple contractors.

Remaining contracts yet to be awarded include:

The following procurements are under evaluation:
 CCUR
 CCGS
 Resurfacing Kamehameha Highway
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 Construction of Utilities Relocation, Undergrounding, and Roadwork at
Kamehameha Highway

 Pearl Highlands Garage, Transit Center and Ramp H2R1 Design-Build
 Art-in-Transit, Windscreen
 Back-up Generators/Batteries
 Volt-Ampere Reactive (VAR) Equipment Design-Furnish-Install
 University of Hawai‘i West O‘ahu (UHWO) Permanent Park & Ride Design-Bid-

Build (DBB) Construction
 East Kapolei Permanent Park & Ride DBB Construction

Planning:
The following provides highlights of the Historic & Cultural Preservation work conducted in
2017 to comply with the Section 106 Programmatic Agreement (PA) among other State and
federal requirements:
 Hawaiian Station Naming Program – Pursuant to the Honolulu City Council’s

Resolution 09-158 and the HART Board’s Resolution 2016-16, HART worked with the
Hawaiian Station Naming Working Group (comprised of Hawaiian language experts,
elders, community leaders, educators, and cultural practitioners) to identify the first nine
Hawaiian station names to bring light to forgotten place names, historic events, and
significant sites in Hawaiian culture. HART is engaging PA consulting parties and key
stakeholders on the proposed names.

 Inadvertent Finds – In August 2017, the Project inadvertently discovered 10 finds of
human skeletal remains (4 intact burials and 6 fragments that were isolated and
disarticulated). Following established protocols and procedures, HART worked with the
Project’s recognized cultural descendants, the State Historic Preservation Division,
members of the Oʻahu Island Burial Council, and HART’s contractors to preserve in 
place the four burials and relocate the six finds of skeletal fragments into the preservation
area of the preserved burials. HART is immensely appreciative of the recognized cultural
descendants who performed cultural protocols in efforts to resolve this matter.

 Historic Preservation Committee (HPC) – The HPC selected 3 historic properties for
restoration work with support from the Historic Preservation Fund. The Fund provides
resources for exterior improvements to both Project related and eligible or listed historic
properties (including contributing resources within historic districts) that are within the
Project’s Area of Potential Effects (APE). Restoration work on the YWCA Laniakea and
Sumida Building were completed in 2017.

 Historic Recordation/Documentation & National Register of Historic Places
Nominations – In compliance with Stipulations V and VI of the Programmatic
Agreement, HART completed the following:
o With the assistance of the Navy’s Federal Preservation Officer, revised the Makalapa

and Little Makalapa Historic District nominations that the Navy submitted and which
were listed in the National Register of Historic Places. In addition, HART completed
and submitted State nominations for the Yim Quon Building and Waimalu Shopping
Center.

o Completed remaining Historic American Building Survey/Historic American
Engineering Record/Historic American Landscape Survey (HABS/HAER/HALS)
documents (except for the Chinatown HABS) and submitted them to the National
Park Service. Drafts for all Cultural Landscape Reports (CLR) were also completed.
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The following provides highlights of the Environmental & Sustainability work conducted in
2017 by HART’s Planning Department:
 Environmental Protection & Remediation

o Permits – obtained and maintained all necessary permits for construction in the
Airport section and for utility relocations in the City Center section (e.g., National
Pollutant Discharge Elimination System, Community Noise Permit, Community
Noise Variance, storm drain connection permits, and other programmatic permits).

o Federal Environmental Protection Agency (EPA) Grant – obtained a $900,000 grant
from the EPA to conduct environmental assessments and remediation in the City
Center (a requirement of the Final Environmental Impact Statement).

o Hazardous Materials – procured the new Hazardous Materials consultant and have
continued remediating station’s with contamination ahead of the construction
schedule.

o Sensitive Species – continued to monitor for sensitive species along the project
corridor, including implementing protective and monitoring protocols, with guidance
from the Department of Land and Natural Resources DLNR Fish and Wildlife, to
care for Hawaiian Stilts that were encountered nesting on project property.

o Environmental Monitoring – continued to monitor compliance with project
environmental commitments made to the public, regulatory agencies, and consulting
parties, and updated its Mitigation Monitoring Plan.

Tree Mitigation – HART continues to work with the Department of Transportation
(DOT) Harbors Divisions to plan the potential relocation of sixty-four (64) Coconuts
Palms located in the median planter along Nimitz Highway, and with the Department of
Parks and Recreation (DPR) for potential tree relocation and mitigation sites within the
City Center. HART has also:
o relocated 15 Rainbow Shower trees from Nimitz Viaduct to various State DOT

Right-of-Way and 1 Narra Tree within Keehi Lagoon Beach Park; and
o planted 1 Rainbow Shower Tree at Aiea Access Road as part of the overall HART

tree mitigation program that is closely coordinated with The Outdoor Circle.

Sustainability/Resiliency:
HART staff are building upon existing environmental mitigation, historical/cultural
programs, and multimodal planning activities to develop a comprehensive approach to
sustainability and resiliency for the organization.

The new program incorporates existing and new activities in three areas: Environmental
Responsibility; Mobility and Connecting Communities with Resources; and Social and
Cultural Sustainability.

Sustainability and resiliency actions will also be closely integrated with the Project’s
cultural interpretive and educational programs that are required as part of the Section 106
Programmatic Agreement mitigation.

Staff developed an industry Request for Information (RFI) to help identify approaches for
innovative renewable energy components and power generation that can be incorporated
into the Project.
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Staff initiated Green Office Certification through the State Energy Office.

Staff also drafted a formal Sustainability Policy for agency adoption.

Transit-Oriented Development (TOD):
HART continues to coordinate with the City and County of Honolulu DPP TOD
Division, the Mayor’s Subcabinet, and other partner agencies and landowners regarding
TOD plans for areas around the stations.

HART participated in various community workshops led by the DPP TOD Group,
including the Airport Area TOD Plan Public Workshop, Kapālama Canal Catalytic 
Project Meeting, and Waipahu Town Action Plan Workshop.

Public Outreach:
HART continued to take a multi-pronged approach in 2017 to keep the public informed about
the rail project. HART realigned its public involvement staff to perform more efficiently and
proactively in 2017.

Construction Outreach:
In 2017, contractor Shimmick/Traylor/Granite Joint Venture (STGJV) began its
guideway and stations work south and east of Aloha Stadium. Two contractors were
involved in station construction on the ewa end of the project, while Kiewit was winding
down its operations on the track and guideway in the Kamehameha Highway corridor.
HART and its contractors had the following programs and activities underway to keep
business owners and operators as well as residents in the know about traffic impacts to
communities and businesses along the alignment.
o Open for Business Initiatives: Our “Open for Business” initiatives include

signage, materials, coordinating work schedules when possible to allow for busy
times and deliveries, and making sure contractors keep access to businesses clear.
The contractors also provide notices and detour maps for businesses to give to
their customers, to email to contacts, and to place on their websites.

o Monthly Business and Community Meetings: Monthly business and community
meetings are held to provide Project updates and traffic information to
community members, elected officials and other stakeholders.

o Traffic Advisories: HART continued to provide weekly traffic and lane closure
information to members of the motoring public, businesses, elected officials and
other stakeholders.

Media:
In 2017, HART filled its vacant Media Relations Information Specialist position in the
Public Involvement division. HART’s digital presence and engagement on social media
grew, while HART continued to maintain good working relationships with members of
mainstream and online media outlets.

Community Outreach:
In 2017, HART reaffirmed its commitment to youth outreach, which had gone into
decline in the recent past. In addition, HART established new and rewarding
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relationships with stakeholders to whom little or no outreach had been conducted in the
past. HART also continued to keep informed long-time project stakeholders.
o Neighborhood Board Meetings: HART representatives attended dozens of

Neighborhood Board meetings throughout the year, focusing on those boards in
communities along the rail alignment. Every month, HART provides Project
updates, and answers questions posed by board members and members of the
public who attend the meetings.

o HART in the Community Days: HART provided educational banners and posters
at Pearlridge Center, and staffed a vacant store space on several weekends to
answer questions about the Project from the hundreds of shoppers who visited the
HART space.

o The Community Outreach team also provided tours of the Rail Operations
Center, and opened HART’s first train cars for visits by the public, civic groups
and elected officials.

o HART established a working relationship with the state public library system and
provided project updates for library patrons at several libraries on O‘ahu.

o HART began working more closely with Honolulu’s non-profit community and
made several presentations throughout the year.

o HART reinstituted its Student Art Poster Contest in 2017. Winners were selected
and the winning posters were put on display at Kapolei Hale.

Business Outreach:
HART continued to emphasize its engagement with and outreach to members of the
business community impacted by rail construction.
o HART’s Business Alliance Program: More than 1,000 businesses are currently

signed up for the program that provides regular updates on business outreach
programs, including free workshops and other business development programs.
The Alliance also provides feedback to help refine and enhance existing
mitigation programs. One-on-one meetings and construction updates for
businesses are also provided.

o Canvassing: HART and its contractors emphasized personal contact with business
owners and operators along the rail corridor, providing information and
construction notices while receiving feedback from impacted businesses.

o Business Briefings: HART and its contractors hold tailored briefings regularly for
various business groups along the route. These targeted briefings are designed to
answer questions specific to individual business and business groups’ concerns.

o Shop & Dine on the Line: HART’s Shop & Dine on the Line Program is a
partnership with businesses to assist them during construction. About 100
businesses in the Waipahu, Pearl City, and Aiea areas are currently participating
in the program. The program encourages people to visit businesses impacted by
construction and mention the Shop & Dine on the Line Program to receive special
discount offers as an incentive to generate additional customers during
construction. The special offers are distributed in brochures, using social media,
and can also be found at www.ShopAndDineOnTheLine.com and via our mobile
site.
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Glossary of Acronyms

Act 1 Act 1, 2017 Special Session
AGS Airport Guideway and Stations
APE Area of Potential Effects
APTA American Public Transportation Association
ATC Automatic Train Control
CCGS City Center Guideway and Stations
CCUR City Center Utilities Relocation
CEO Chief Executive Officer
City City and County of Honolulu
CLR Cultural Landscape Reports
DB Design-Build
DBB Design-Bid-Build
DOT Department of Transportation
DPP Dept. of Planning and Permitting
DPR Department of Parks and Recreation
DTS Department of Transportation Services
EAC Estimate at Completion
EPA Environmental Protection Agency
FFGA Full Funding Grant Agreement
FHSG Farrington Highway Station Group
FTA Federal Transit Administration
GET General Excise and Use Tax
GO General Obligation
HABS Historic American Building Survey
HAER Historic American Engineering Record
HALS Historic American Landscape Survey
HART Honolulu Authority for Rapid Transportation
HDOT Hawai‘i Department of Transportation
HECO Hawaiian Electric Company
HHCTCP Honolulu High-Capacity Transit Corridor Project
HPC Historic Preservation Committee
HRTP Honolulu Rail Transit Project
KHG Kamehameha Highway Guideway
KHSG Kamehameha Highway Station Group
kV kilovolt
MOS Minimum Operable Segment
MPS Master Project Schedule
MSF Maintenance and Storage Facility
NTP Notice to Proceed
P-3 Public-Private Partnership
PA Programmatic Agreement
PHGT Pearl Highlands Garage and Bus Terminal
PMOC Project Management Oversight Contractor
PMSC Program Management Support Consultant
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PUC Public Utilities Commission
RFI Request for Information
ROC Rail Operations Center
ROW Right-of-Way
RSD Revenue Service Date
RTD Rapid Transit Division
SIFMA Securities Industry and Financial Markets Association
STGJV Shimmick/Traylor/Granite Joint Venture
TAT Transient Accommodation Tax
TECP Tax-Exempt Commercial Paper
TOD Transit-Oriented Development
UH University of Hawai‘i
UHWO University of Hawai‘i West O‘ahu
URA Uniform Relocation Assistance and Real Property Acquisition Act
VAR Volt-Ampere Reactive
WOFH West O‘ahu/Farrington Highway
WOSG West O‘ahu Station Group
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